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Credit institutions have a key role in the financial system in the national economies, which means that the information 
provided by them through the financial statements can provide clues on the situation of the economy. On the other hand, we 
should acknowledge the impact of the activities of credit institutions on monetary statistics, such as the figures about 
monetary mass and crediting of the domestic private sector, all of them representing a concern of those who establish 
policies. It is known that normalization and harmonization of the Romanian accounting with international standards ensure 
that the financial statements of credit institutions to provide the necessary information to all categories of users in decision-
making process, reflecting the differences on economic performance and at the same time, risks in the business 
environment. Regarding to the totally implementation of IFRS by the banking system, the Central Bank, in its capacity as 
regulator, it is obliged under the agreement concluded in 2009 with the IMF-EU-IFI as from 2012 to regulate the 
preparation of individual financial statements in accordance with IFRS. According to these reglementative changes, the 
financial situations related to credit institutions will be adjusted, where necessary, to approximate, in all significant aspects, 
with IFRS. In this article we plan to reveal which is the main  which must be made by credit institutions to 
harmonize individual accounts, in all significant aspects with IFRS. To reflect the differences between individual statutory 
financial statements and IFRS we analyzed the financial statements for the year 2010 for four credit institutions in Romania, 
chasing their impact on equity capital and net profit.  
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1. Introduction 
The requirements of development and modernization of the domestic banking system involve the alignment 
of the requirements and standards existing in both the European space and at the international level. And we 
mean here not only to the alignment of legislation, practices, techniques or procedures, but in particular to the 
special discipline and high professionalism that should characterize the work of the Bank. Considering the 
importance of the information provided by the accounts of a credit institution, and most of all, the importance 
of the quality of its, usefulness of accounting standards is undeniable. It is known that the Romanian 
accounting normalization and harmonization with international standards ensure that the financial statements of 
the enterprise to provide the necessary information for all categories of users in decision-making, reflecting the 
differences on economic performance and in the same time, he risks in the business environment. In the case of 
credit institutions there are two directives which apply to the banking sector as a whole and which may be 
regarded as standing at the base of the acquis, as it applies to the accounting of banking sector the IV-th 
Directive and VII-th Directive of the EU. However, those directives do not cover the banking sector. Therefore, 
two directives have been adopted to cover the issue of the annual accounts of these two sectors (Directive of 
1986 on the Accounts of the banking sector and insurance companies Accounts Directive of 1991). Taken 
together, these four Directives can be regarded as fundamental pillars of the acquis, relevant to the corporate 
sector accounting. The reporting requirements set out in these directives cannot ensure the high level of 
transparency and comparability of financial reporting from all Community companies, so it is necessary to 
supplement the legal framework at the national level. For credit institutions from Romania, the alignment of the 
regulatory framework in the field of accounting to the existing provisions in the area similar to the EU level, as 
well as to International Financial Reporting Standards is the permanent concern of BNR in the field. We have 
to mention that along with the reform of the banking system, in 1997 BNR together with Ministry of Finance 
announces the formation of the first banking companies specific accounting framework (BNR Order No. 
344/1997) which determines the chart of accounts of credit institutions and banking corporate methodological 
norms for its use, following that in the year to approve regulations on the accounting model financial 
statements for banks and detailed procedures for preparation and use thereof (BNR order No. 362/1998). 
Harmonization and convergence of specific accounting framework for credit institutions was carried out over a 
period of ten years. During this time, the accounting rules specific to credit institutions were repealed and 
amended, supplemented by numerous acts, mainly due to the alignment of the regulatory framework in the field 
of accounting credit institutions similar to the provisions existing in the field at EU level, well thanks to the 
enlargement of the powers of the National Bank of Romania issued the norms and regulations of accounting 
and of the non-banking financial institutions, entered in the general ledger, and the Fund for guaranteeing 
deposits in the banking system. Regarding the implementation of IFRS in the banking system, BNR is obliged 
under the agreement concluded in 2009 with the IMF-EU-IFI,that in not more than three years after the signing 
of the agreement to regulate the establishment of individual financial statements in accordance with IFRS. 
Although it was delayed transition to IFRS, we find that decisive step was done by issuing, on 30 December 
2010 by the National Bank of Romania the Order No. 27 for the approval of the accounting Regulations in 
accordance with International Financial Reporting Standards, applicable to credit institutions, through is 
established making the transition to the keeping of the accounting and preparation of financial statements by 
individual credit institutions in accordance with IFRS, starting with the year of the year 2012, including rules 
on the keeping of the account (chart of accounts and their contents). 
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2. Differences between IFRS and other financial accounting standards applicable to credit institutions in 
Romania (RAS) 
We have proposed to examine the main adjustments that credit institutions should be made, where 
necessary, to ensure the compliance of individual statutory financial statements (prepared in accordance with 
accounting regulations in accordance with the Romanian European directives applicable to credit institutions,  
recognized in the field of banking in the abbreviated form: RAS), in all significant aspects of IFRS and 
implications of these changes that are on the net profit on the capital.) To accomplish this study, we chose a 
sample consisting of four companies of Romania (Transilvania Bank,  Raiffeisen Bank, Unicredit Bank and 
Volksbank Bank). Financial accounting information related to each bank, which support the study, were taken 
from the individual financial statements published by credit institutions for calendar year 2010. We specify that 
formed, the criterion that led to its formation, being the existence of the same financial accounting indicators 
which provide the comparative study. In Romania, the year 2010 brought a slight rebound in GDP and 
consumption, consumer decision continued to be affected by the limiting income and pessimistic expectations 
regarding future financial situation and job stability. For this reason at the entire financial-banking system from 
Romania were recorded increases of the outstanding loans/fundings and also of the provisions formed by banks 
by default, so that the year 2010 marked the entry into negative territory of the profitability indicators afferent 
Romanian banking system. Preparation of financial statements in accordance with IFRS adopted by the 
European Union involves the management of each credit institution using estimates and judgments affecting 
the application of accounting policies and reported amounts of assets, liabilities, incomes and expenses. 
Estimates and judgments associated to this based on historical data and other factors considered to be eloquent 
in the circumstances, and the result of these factors form the basis of judgments used in determining the book 
value of assets and liabilities for which no other sources of evaluation available exists. Actual results may differ 
from these estimates. Information relating to those estimates used in applying accounting policies that have a 
significant effect on the financial statements and estimates that involve a significant degree of uncertainty. 
Separate financial statements related to the analyzed banks were restated to reflect the differences between 
IFRS and statutory accounts. The most significant changes made to the statutory financial statements to align 
Financial Reporting Standards adopted by the European Union are: 
 Grouping of several items in categories most comprehensive 
 Adjustments of the elements of assets and liabilities, in accordance with IAS 29 ("Financial reporting in 
hyperinflationary economies") because the Romanian economy was hyperinflationary economy up to 31 
December 2003 
 Adjustments to fair value and impairment of financial instruments, in accordance with IAS 39 ("Financial 
Instruments - Recognition and Measurement") 
 Establishing provisions for deferred tax 
2.1. Grouping multiple items in more comprehensive categories  
In order to assure compliance with IFRS, Romanian credit institutions were forced to perform a series of 
changes in presentation for patrimonial elements provided by the statutory financial statements. The main 
differences in presentation were performed to the following balance sheet items: 
 Patrimonial item "Cash box in central banks" that had to be corrected according to the value of attached 
claims related to central banks, cash value which is presented in "Other assets and prepaid expenses", 
according to the Romanian accounting regulations. Is to be noted that financial statements which are 
compliant with IFRS, this position of balance includes the outstanding accounts and 
attached claims related to central bank cash. 
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 Patrimonial item 'Public effects and other accepted securities for refinancing of central banks and bonds and 
other fixed-
requirements. According to the statutory financial statements, this balance position provides information on 
valuable bonds classified by two categories: public effects and assimilated values, respectively bonds and 
other fixed income securities. According to IFRS, valuable securities are grouped in "Financial assets 
available for sale" and "Financial due d
registered income related to bonds activities. These advanced incomes are found in statutory financial 
statements under "Other liabilities and deferred income". 
 Patrimonial item "Claims on customers" includes in related IFRS compliant financial statement: claims 
attached to activity of crediting, deferred revenues related to activity of crediting, receivables incomes 
received for loans, specific provisions for credit risk and provisions related to off-balance sheet exposure 
(letters of guarantee, letters of credit), while the financial statements in accordance with Romanian 
accounting regulations this position include specific provisions for credit risk and in transit amounts due to 
customers, the value of attached claims is  presented under "Other assets and prepaid expenses ". 
 The "Other assets and prepaid expenses and accrued income" element has undergone the most changes, 
because as we saw in the other presented elements so far, in this position were included, according to 
Romanian regulations, all attached to loans and receivables claims and also financial and non-financial 
customers claims and receivable incomes related to activity of crediting, while in the IFRS compliant 
financial statements only in transit amounts are included. 
 "Debts related to credit institutions" element, "Liabilities on customers" item and also "Subordinated 
liabilities" element which have to be corrected with the value of attached debt which is presented in the 
statutory financial statements under "Other liabilities and deferred income". 
 "Reported result" item which includes in IFRS compliant financial statements current financial exercise 
result and impacts of the adjustments performed in the profit and loss account related to previous financial 
exercises as required by IFRS. 
Concerning the items from the Profit and Loss Account main noted differences are: 
 Regarding the income from shares and other variable income securities and income from equity which have 
to be moved from the "Securities income and other operating income" to "Other operating income". 
 Concerning the general administrative expenses with subcategory "Staff costs" and "Other operating 
expenses" that, according to IFRS should be structured in two distinct positions: "Staff costs" and "Other 
operating expenses". 
 F
re-adjustments on receivables and provisions for continge  item the 
adjustments value is not anymore to be presented in the two existing distinct positions, according to 
Romanian regulations, but it has to be presented at the net value item. 
2.2.  Adjustments of the Assets and Liabilities items 
Romanian economy was hyperinflationary until July 1, 2004 when it was officially stated that it ceased to be 
hyperinflationary anymore in order to report according to IFRS requirements. Therefore, the statutory financial 
statements of the examined banks were revalued to reflect the effects of inflation up to December 31, 2003, 
according to IAS 29. Analyzed credit institutions performed general adjustments in order to influence the cost 
of each item of tangible and intangible assets, supporting the effects of treatments under IAS 29 ("Financial 
Reporting in Hyperinflationary Economies"). For each analyzed bank, the impact of bank capital hyperinflation 
was included as part of the capital restatement surplus, this being insignificant as value. 
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2.3. Adjustments to fair value and impairment of financial instruments 
In IFRS compliant financial statements are included adjustments of impairment of loans determined under 
IAS 39 ("Financial Instruments: Recognition and Measurement") while the statutory financial statements of 
credit institutions includes adjustments for depreciation determined under Regulation BNR No 3/2009 on 
classification of loans and investments and the establishment, regularization and use of specific credit risk 
provisions. Therefore, during 2010, Romanian credit institutions were calculating the adjustments of credit 
impairment, for each client, taking into account: debt service (number of delay days in payment of contractual 
obligations), financial performance determined by quantitative factors (liquidity, solvency, risk and 
profitability) and qualitative factors (the economic entity management, quality of ownership, received 
guarantees and market conditions) and initiation of legal procedures. Also, charges related to crediting 
activities are part of the effective rate of in advance collected interest and are recognized in the income 
accounts during the ongoing loan, by means of linear method. In order to ensure compliance with IFRS 
regarding this interpretation criterion, credit institutions have to reflect the customer records of loans and 
advances at amortized cost, following that the bank will assess at each reporting date whether there is evidence 
of individually impairment for financial assets that are individually significant, or collectively for financial 
assets that are not significant according to IAS 39 requirements. Another accounting treatment difference is 
identified in "bills and other securities accepted for refinancing with central banks and bonds and other fixed-
income securities" item as a result of the fact that Romanian accounting regulations required that securities, 
bonds to be recognized at a minimum of market value and acquisition cost, while IFRS requires fair value. 
2.4. Provisioning for deferred tax 
According to Romanian accounting regulations, Romanian credit institutions do not record the deferred tax. 
Therefore, to ensure compliance with IFRS, analyzed credit institutions had to calculate the deferred tax, by 
means of balance liabilities method for those temporary differences arising between the calculating tax base of 
the tax for assets and liabilities and their accounting value used for financial statements reporting. Deferred tax 
is not recognized for the following temporary differences: the initial recognition of goodwill, initial recognition 
of assets and liabilities from transactions that are not business combination and that affects neither accounting 
profit or the tax and differences resulting from subsidiaries investments, provided that they are not reversed 
soon. Deferred tax is calculated based on the modality of realization or settlement of the projected book value 
of assets and liabilities, using tax rates provided by current legislation to apply on the individual situation date 
of financial position. 
3. Effects of reconciliation on net profit and equity 
After analyzing the differences impact on net profit and capital, it is noticed in Figure 1 (a) and (b), that 
relating to the analyzed banks, the financial results of the international accounting standards (IFRS) compliant 
banks differ from the results of the banks compliant with standards by which banks are reporting to BNR. 
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Figura 1 (a) Reconciliation  Net Profit  
 
The most significant difference between IFRS and RAS comes from the loans depreciation treatment, 
resulting in a more or less significant variation in profit or loss of a bank, as a consequence of the depreciation 
of loan portfolios. Another consequence of the differences reflected by the study is that reached financial 
performance of top 10 banks by assets (in our study BT only) cannot be, practically, directly compared with 
those of the competitors. Other elements do not generate significant changes on profit or equity. 
 
 
Figura 1 (a) Reconciliation  Equity 2009 (b) Reconciliation  Equity 2012  
Another issue identified in our study is that the effects of differences in provisions for loan impairment in 
equity are lower than the ones on profit, due to a high level of capitalization adopted by banks. 
Conclusions   
Although there were identified several differences, the main difference between IFRS and RAS, in terms of 
the banking system, which significantly affect results is contained in the loans and credit given in advance to 
customers segments, mainly for the following reasons: 
 Including the commissions, e.g. interest charges in amortized cost, as a consequence of method changes of 
depreciation of income and fee and commission expenses directly attributable to the financial asset at the 
time of loan origination, from linear method concerning statutory regulations to effective interest rate 
method, according to IFRS; 
 Taking the attached claims from a different position presented in the statutory financial statements; 
 Depending on the level of banks adopted provisioning, bank determined provisions balance was lower under 
IFRS than the one under Romanian regulations; 
In conclusion, by the end of 2012, banks continue to apply accounting rules in line with European directives 
along with related minuses, following that some banks which already prepare IFRS financial statements to 
continue to support the administrative costs involved by the two types of reporting. Therefore, we believe that 
adopting IFRS will reduce regulatory burdens for corporations and transnational banks and will ensure a more 
transparent framework for `foreign direct investments. In this way, double interpretations relating to financial 
statements of the banks which publish figures compliant with international standards applied by the parent 
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banks and report to BNR results based on local accounting in the same time, which came to distinguish the 
profit from loss will disappear. The transition to IFRS will certainly not be easy and will impose new 
challenges in banking. 
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